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CARLIN, CHARRON & ROSEN. LLP

Cerufied Public Accountants and Business Advisors 1400 Computer Drive Westborough, MA 01581 i 508.926.2200 | 508.616.2943 fax WWW.CCTRFOUp.COM
d REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Member
° Commonwealth Pharma Securities, LLC

Framingham, Massachusetts

We have audited the accompanying statement of financial condition of Commonwealth
Pharma Securities, LLLC as of December 31, 2006, and the related statements of income,
changes in member’s equity, and cash flows for the year then ended that you are filing pursuant

® to rule 17a-5 under the Securities Exchange Act of 1934. These financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on
these financial statements based on our audit.

We conducted our audit in accordance with standards of the Public Company Accounting
@ Oversight Board (United States of America). Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating
P the overall financial statement presentation. We believe that our audit provides a reasonable
' bastis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Commonwealth Pharma Securities, LLC at December 31, 2006, and
the results of its operations and its cash flows for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedules I and 1I is presented for purposes of
additional analysis and is not a required part of the basic financial statements, but is

® supplementary information required by rule 17a-5 under the Securities Exchange Act of 1934,
Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

L CGZ (/m+@m P

Westborough, Massachusetts
February 16, 2007

-1-
WESTBOROUGH BOsSION GLASTONBURY PROVIDENCE
Members of CCR Advisory Group:
Cartin, Charren & Rosen, LLP; CCR Corporate Revitalization, LLC: CCR Cost Recovery Services, LLC;
. CCR Retirement Plan Services, LLP: CCR Technology Services: CCR Wealth Management. LLC

A Founding Member of the Leading Edge Alliance




COMMONWEALTH PHARMA SECURITIES, LLC

Statement of Financial Condition
December 31, 2006

Cash
Prepaid expenses

Total assets

Member contributions
Retained earnings

Total member's equity

Assets

Member's Equity

See notes to financial statements

-

254,695
9,077

263,772

48,765
215,007

263,772




COMMONWEALTH PHARMA SECURITIES, LLC

Statement of Income

| For the Year Ended December 31, 2006
Revenue $ 1,950,000
e
Expenses
Regulatory fees and expenses
NASD registration 1,477
Cominissions 945,848
® Management fee 385,000
1,532,325
Other expenses
Accounting and audit fees 53,830
® [nsurance 1,821
Delaware franchise tax 204
Legal 309
56,164
L Operating income 361,511
Other income
Interest income 17,659
® Net income $ 379,170
o
9
@

See notes to financial staterments
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COMMONWEALTH PHARMA SECURITIES, LLC

Statement of Changes in Member's Equity
For the Year Ended December 31, 2006

Retained
Eamings
Member {Accumulated Total member's
contributions deficit) equity
Balances at January 1, 2006 $ 37,765 $ (30,163) $ 7,602
Net income - 379,170 379,170
Member contributions 11,000 - 11,000
Member distributions - (134,000} (134,000)
Balances at December 31, 2006 3 48,765 3 215,007 $ 263,772

See notes to financial statements

4.




COMMONWEALTH PHARMA SECURITIES, LLC

Statement of Cash Flows
For the Year Ended December 31, 2006

Cash flows from operating activities
Net income
Adjustments to reconcile net income to net cash
provided by operating activities:
Changes in operating assets and liabilities:
Increase in other assets
Decrease in accrued expenses
Net cash provided by operating activities
Cash flows from financing activities
Member contributions
Member distributions
Net cash used for financing activities
Net increase in cash

Cash - beginning

Cash - ending

See notes to financial statements

5.

379,170

(8,530)
(333)

370,307

11,000
(134,000)

(123,000)

247,307

7,388

254,695




COMMONWEALTH PHARMA SECURITIES, LLC

Notes to Financial Statements
For the Year Ended December 31, 2006

I.

Nature of Operations

Commonwealth Pharma Securities, LL.C (the Company), a Delaware limited hability
company, is a broker-dealer registered under the Securities Exchange Act of 1934 and is a
member of the National Association of Securities Dealers (NASD). The Company was
formed in 2002 and received NASD approval and registered with the SEC as a broker-dealer
in Januvary 2003. The Company acts as an agent for the issuer of corporate securities for
private placements per the management agreement with the NASD. The Company is a single
member LLC.

Summary of Significant Accounting Policies

Revenue recognition
The Company recognizes revenue upon completion of private placement of corporate
securities. Fees are charged based upon an agreed upon percentage of the proceeds of the
transaction.

Use of Estimates
The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

Income Taxes
The sole member of the Company has elected to have the Company taxed as a single-
member LLC. Accordingly, the Company is not subject to federal or state income taxes.
All taxable income/loss and tax credits are reflected in the personal income tax returns of
the member.




COMMONWEALTH PHARMA SECURITIES, LLC

Notes to Financial Statements
® For the Year Ended December 31, 2006

3. Net Capital Requirements

® The Company, as a registered broker-dealer, is subject to the SEC’s Net Capital for Broker-
Dealers Rule (Rule 15¢3-1). Rule 15¢3-1 requires the maintenance of minimum net capital of
$5,000, as defined, and requires that aggregate indebtedness, as defined, shall not exceed
eight times net capital. At December 31, 2006, the Company had net capital as defined of
$249,842, which exceeded the required net capital by $244,842. The ratio of aggregate
o indebtedness to net capital at December 31, 2006 was O to 1.

4. Related Party Transactions

The Company is under 100% common ownership with Apeiron Partners LL.C (Apeiron). The

e Company entered into a management agreement with Apeiron on June 30, 2002, whereby
Apeiron assumes and pays all expense related to the day to day operations of the Company.
In exchange, the Company is obligated to pay 30% of all revenues generated to Apeiron.
The Company paid $585,000 to Apeiron under this agreement during 2006.

L ] 5. Concentrations of Credit Risk

The Company has cash balances in certain financial institutions in amounts which

occasionally exceed current federal deposit insurance limits. The financial stability of these

institutions is continually reviewed by senior management to evaluate and manage the credit
o risk related to cash deposits.




COMMONWEALTH PHARMA SECURITIES, LLC

Schedule I - Computation of Net Capital for
Broker-Dealers pursuant to Rule 15¢3-1
As of December 31, 2006

Capital
Member contributions
Retained earnings

Total capital

Unallowable assets and liabilities
Prepaid expenses

Total unallowable assets and liabilities

Haircut
Net capital

Aggregate indebtedness from statement of financial condition
Accrued expenses

Minimum net capital required

Excess net capital

Ratio of aggregate indebtedness to net capital

¥ 48,765
215,007
263,772

9,077
9,077
4,853

$ 249,842

$ -

$ 5,000

$ 244,842

Oto 1l

Continued--




COMMONWEALTH PHARMA SECURITIES, LLC

Schedule | - Computation of Net Capital for
Broker-Dealers pursuant to Rule 15¢3-1 (Continued)
As of December 31, 2006

Reconciliation with Company's computation of net capital
(included in Part II of Form X-17A-5 as of December 31, 2006)

Net capital, as reported in Company's Part 11 (unaudited) FOCUS report

Haircut adjustment

Net capital per above

$ 254,695
(4,853)
$ 249,842




COMMONWEALTH PHARMA SECURITIES, LLC

Schedule IT - Computation of Determination of Reserve
Requirement pursuant to Rule 15¢3-3
As of December 31, 2006

Commonwealth Pharma Securities, LLC is e

xempt from the reserve requirement pursuant to
SEC Rule 15¢3-3 under paragraph (k) (2) (ii).

-10-
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CARLIN. CHARRON & ROSEN. LLP
Ceruified Public Accountants and Business Advisars 1400 Computer Drive  Westborough. MA 01581 ' 508.926.2200 | 5086162943 fax ' wwwccrgroup.com

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
ON INTERNAL CONTROL

To the Member
Commonwealth Pharma Securities, LL.C
Framingham, Massachusetts

o In planning and performing our audit of the financial statements and supplemental schedules of
Commonwealth Pharma Securities, LLC for the year ended December 31, 2006, we
considered its internal control, including control activities for safeguarding securities, in order to
determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on the internal control.

o Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we
have made a study of the practices and procedures followed by the Company including tests of
such practices and procedures that we considered relevant to the objectives stated in Rule 17a-
5(g) in making the periodic computations of aggregate indebtedness (or aggregate debits) and net
capital under rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of

0o rule 15¢3-3. Because the Company does not carry securities accounts for customers or perform
custodial functions relating to customer securitics, we did not review the practices and
procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons
2. Recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section 8§ of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this

o responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to
achieve the SEC’s above-mentioned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable but not absolute assurance

Py that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with
management’s authorization and recorded properly to permit preparation of financial statements
in conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

-11-
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Because of inherent limitations in any internal control or the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them
to future periods is subject to the risk that they may become inadequate because of changes in
condittons or that the effectiveness of their design and operation may deteriorate.

Our consideration of the internal control structure would not necessarily disclose all matters in
the intemmal control that might be material weaknesses under standards established by the
American Institute of Certified Public Accountants. A material weakness is a condition in which
the design or operation of the specific internal control components does not reduce to a relatively
low level the risk that error or fraud in amounts that would be matenial in relation to the financial
statements being audited may occur and not be detected within a timely period by employees in
the normal course of performing their assigned functions. However, we noted no matters
involving the internal control, including control activities for safeguarding securities that we
consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company’s practices and procedures were adequate at December 31, 2006, to meet the SEC’s
objectives.

This report is intended solely for the information and use of the Member, management, the SEC,
the National Association of Securities Dealers and other regulatory agencices that rely on rule
17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and
dealers, and is not intended to be and should not be used by anyone other than these specified
parties.

C"-Z ({ﬂua\ -j-feod..ex\ LR

Westborough, Massachusetts
February 16, 2007
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